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agreed to receive 50 per cent, of the total amount in merchandise,
and of the other 50 per cent., 15 per cent, would be paid in yen
immediately on signature and the remaining 35 per cent, would
be paid within three years by the Manchukuo Government. The
final figure to be agreed upon would be a global amount. Bargain-
ing with regard to the type of merchandise to be received is now
going on, the Japanese desiring to make as favourable a deal in this
respect as possible.
I asked the Ambassador whether he was optimistic as to an eventual
favourable outcome of the negotiations. In reply he made the
significant remark : " An agreement will be reached if the Japanese
wish to avoid war with Soviet Russia." I said to him : " That
remark could be interpreted as meaning that if the Japanese do not
come to terms the Soviet Union will declare war." He replied that
this was not his meaning and that what he wished to convey was
that if an agreement for the sale of the railway should not be reached,
this fact would be a significant indication that the Japanese in- .
tended to bring about a war and would use the failure of the negotia-
tions as an excuse to satisfy public opinion in Japan as to the reasons
for such a war. They had already given their hand away in the
documents published, to the effect that they would take the railway
anyway, whether the negotiations succeeded or not.
I then asked Mr. Yurenev whether he was optimistic that war
would be avoided. He said that it was important to be optimistic
and implied that he had to be very careful to take such a position
because at a given moment the Japanese Government might make
public his pourparlers with Hirota over the railroad and that his
attitude as then revealed might be an important element in the
situation. In spite of this statement he gave me the distinct im-
pression that he was far from optimistic with regard to the future.
He said that a meeting of the principal generals of division will take
place in Tokyo sometime this month l and that the pros and cons
of an attack on Soviet Russia will be thoroughly discussed at that
time. He alluded to the significant fact that a similar meeting of
generals had taken place shortly before the outbreak of the Man-
churian adventure in September, 1931. He said that Hayashi has
constantly worked against Soviet Russia, particularly in Sinkiang,
and that while it is very difficult to get a precise line on his present
attitude, there seems to be no good reason to credit him with peaceful
intentions.
Mr. Yurenev repeated what he has frequently said to me before
that the Soviet Union is fully prepared for all eventualities and is
strongly fortified both in Vladivostok and along the Siberian border.
The double-tracking of the Trans-Siberian Railway has been carried
on steadily throughout the winter in spite of the intense cold. If
1 This meeting of division commanders is scheduled to meet in Tokyo on March 26
and to last for five days. It is not an annual meeting but is said to be customarily
held after the appointment of a new Minister of War.

